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COMPTROLLER OF THE CURRENCY
A proposed r u le  to  g ra n t  a  n a t io n a l  bank a  s in g le  ap p ro v a l t o  e s ta b l i s h  m u lt ip le
b ran ch es , CBCT's and sea so n a l ag en c ie s  w ith in  a  th re e -y e a r  p e r io d  h as  been
w ithdraw n by th e  O ffice  o f  th e  C o m p tro lle r o f  th e  C urrency (see  th e  2 /19/86  Fed.
R eg., p . 6006). The p r o p o s a l  w as o r i g i n a l l y  p u b l i s h e d  in  th e  1 1 /1 4 /8 5  Fed . Reg. 
The d e c is io n  t o  w ithdraw , acco rd ing  to  00C, i s  due to  th e  Agency's concern  about 
bank  c o m p lia n c e  i s s u e s  and  c o n c e rn  t h a t  im p ro v em en t is , n eed ed  i n  th e  o n g o in g  
d ia lo g u e  betw een banks and t h e i r  lo c a l  community; consumer, and sm a ll b u s in e s s  
g ro u p s , and  th e  g e n e r a l  p u b l i c .  The e f f e c t i v e  d a te  o f  t h i s  a c t i o n  i s  2 /1 9 /8 6 . 
For f u r th e r  in fo rm a tio n  c o n ta c t R andall M il le r  a t  202/447-1184.
FEDERAL DEPOSIT INSURANCE CORPORATION
C a p ita l  M aintenance; Supplem ental A d justed  C a p i ta l  P ro p o sa l i s  th e  s u b je c t  o f  a
re q u e s t  fo r  comments by th e  FDIC (see  th e  2 /20 /86  Fed. Reg. ,  pp^ 6126-32). T his
p r o p o s a l ,  a c c o rd in g  t o  th e  FDIC, r e l a t e s  t o  a  s u p p le m e n ta l  a d ju s t e d  c a p i t a l  
m easure t h a t  th e  FDIC would c o n s id e r  in  tandem w ith  e x is t in g  minimum p rim ary  and 
t o t a l  c a p i t a l - t o - t o t a l - a s s e t s  r a t i o s  i n  an a ly z in g  th e  c a p i t a l  le v e ls  o f  in su re d  
S t a t e  nonm em ber b a n k s . In  b r i e f ,  t h i s  p ro p o s a l  in v o lv e s  a  " r i s k - s e n s i t i v e "  
c a p i t a l  m easu rem en t and  i s  b a se d  on an  a d d i t i o n a l  c a p i t a l  r a t i o ,  a  r a t i o  o f  
p rim ary  c a p i t a l  t o  t o t a l  a s s e ts  a d ju s te d  fo r  r i s k .  Comments should  be re c e iv e d  by 
5 /21 /86 . For f u r th e r  in fo rm a tio n  c o n ta c t R obert S to rch  a t  202/898-6903.
GENERAL ACCOUNTING OFFICE
The f i f t h  e d i t io n  o f  th e  D ire c to ry  o f  S ta te  A ud it O rg a n iz a tio n s , com piled on th e  b a s is  
o f  in fo rm a tio n  p ro v id ed  by  s t a t e  ag en c ies  in  1984, i s  c u r r e n t ly  a v a i la b le  from  th e  
U.S. G e n e ra l  A cco u n tin g  O f f ic e .  T h is  sum m ary, a c c o rd in g  t o  th e  GAO, d i s c u s s e s  
o v e r a l l  s t a f f in g  tre n d s  fo r  1976-84. "Almost h a l f  th e  s t a t e s  and o th e r  p o l i t i c a l  
su b d iv is io n s  have re p o r te d  more th a n  one a u d i t  group w ith in  t h e i r  b o u n d aries . The 
a v a i l a b i l i t y  o f  a u d i t  groups h as  p rov ided  s t a t e s  and p o l i t i c a l  su b d iv is io n s  w ith  
g r e a t e r  o p p o r tu n i ty  t o  b ro a d e n  t h e i r  c o v e ra g e  i n  te r m s  o f  p e r fo rm in g  expanded  
sco p e  a u d i t i n g  ( i . e . ,  f i n a n c i a l  and  c o m p lia n c e , e f f i c i e n c y  and econom y, and 
p ro g ram  r e s u l t s ) ,  and  t o  l o c a t e  s t a f f  in  b o th  th e  l e g i s l a t i v e  and  e x e c u t iv e  
b ranches." W ith re s p e c t  t o  " o v e ra l l  s t a f f i n g  tre n d s ,"  th e  summary s t a t e s  t h a t  th e  
s i z e  o f  t h e  a u d i t  s t a f f  r e p o r t i n g  h a s  in c r e a s e d  b y  3 ,6 7 0 , o r  b y  67% o v e r  th e  
p e r io d  1976-84. In  a d d itio n , s t a f f  members' le v e l  o f  e d u ca tio n  and th e  number o f  
s t a f f  members o b ta in in g  p ro fe s s io n a l  c e r t i f i c a t i o n  in  accountancy h as  more th a n  
doubled s in ce  1976. The number o f  CPAs, acco rd in g  to  th e  GAO summary, w ent from 
426 in  1976 to  1 ,530  in  1984 and th e  num ber o f  s t a f f  w i th  c o l l e g e  d e g re e s  
in c re a se d  132% o v er t h a t  same p e rio d . Copies o f  t h i s  summary may be o b ta in e d  from 
t h e  GAO b y  c a l l i n g  2 0 2 /2 7 5 -6 2 4 1  and r e q u e s t in g  D i r e c to r y  o f  S t a t e  A u d it  
O rg an iza tio n s , SP-210 (129021).
"Congress Should F u r th e r  R e s t r i c t  Use o f  th e  Com pleted C o n tra c t Method" i s  th e  t i t l e  
o f  a  r e c e n t ly  r e l e a s e d  r e p o r t  on  t a x  p o l i c y  fro m  t h e  GAO t o  Sen. L aw ton  C h i l e s  (D- 
FL) i n  re s p o n s e  t o  h i s  r e q u e s t  " to  ex am in e  th e  c o m p le te d  c o n t r a c t  m ethod o f  
acco un ting  by d efense  c o n tra c to rs ...."  Based on a  rev iew  o f 135 c o n tra c to r s ,  th e  
GAO r e p o r t  s t a t e d  t h a t  " in  m o st o f  th e  c a s e s  we re v ie w e d , c o n t r a c t o r s  u sed  th e  
com pleted c o n tra c t  method o f  acco u n tin g  to  r e p o r t  lo n g -te rm  c o n tra c t  income to  IRS 
and a  d i f f e r e n t  method -  p r im a r i ly  th e  p e rc en ta g e -o f-c o m p le tio n  method to  r e p o r t  
income fo r  p u b lic  f in a n c ia l  acco un ting  purposes." GAO a ls o  s ta t e d  t h a t  o f  th o se  
re v ie w e d , $5.2 b i l l i o n  in  t a x e s  w as d e f e r r e d  o v e r  t h e  p e r io d  1980-84 . In  a 
summary o f  i t s  p o s i t io n  on th e  is su e , GAO s ta te d :  "We b e lie v e  t h a t  m anufacturing
and c o n s t r u c t i o n  c o n t r a c t o r s  e i t h e r  h av e  o r  s h o u ld  b e  a b le  t o  a c q u i r e  t h e  
e x p e r t is e  needed to  make reaso n ab ly  dependable annual e s t im a te s  o f  p r o je c t  c o s ts  
o r  p ro g re ss  fo r  ta x  purposes. In  t h i s  reg a rd , m ost c o n tra c to r s  in  o u r rev iew  have 
shown co n fidence  in  t h e i r  a b i l i t y  to  e s t im a te  th e  c o s ts  t o  com plete o r  th e  e x te n t  
o f  p r o g r e s s  to w a rd  c o m p le t io n  o f  lo n g - te r m  c o n t r a c t s  f o r  f i n a n c i a l  a c c o u n tin g  
purposes. Furtherm ore, th e se  e s t im a te s  w ere view ed a s  rea so n ab le  by independent 
c e r t i f i e d  p u b lic  acco u n tan ts . We b e lie v e  t h a t  th e  same e s t im a te s  would s u f f ic e  
f o r  t a x  r e p o r t i n g  p u rp o s e s  an d  t h a t  th e  u se  o f  th e  c o m p le te d  c o n t r a c t  m ethod  o f  
a c c o u n t i n g  s h o u ld  n o t  b e  a l l o w e d  e x c e p t  f o r  t h o s e  c o n t r a c t o r s  w ho c a n  
s a t i s f a c t o r i l y  dem o n stra te  to  IRS th a t  th e y  c a n n o t o b t a i n  r e a s o n a b ly  d e p e n d a b le  
e s t im a te s  o f  th e  c o s ts  to  com plete  o r  th e  e x te n t  o f  p ro g re s s  tow ard  co m ple tion  o f  
a  p a r t i c u l a r  c o n tra c t."  Copies o f  t h i s  r e p o r t ,  GAD/GGD-86-34, a re  a v a i la b le  from 
th e  GAO by c a l l in g  202/275-6241.
TREASURY, DEPARTMENT OF
"To g e t  ta x  a d m in is tr a t io n  back on a  sound fo u n d a tio n ," IRS Com m issioner Roscoe L. 
Egger, J r .  h as  proposed  a  supp lem en ta l re q u e s t  fo r  F is c a l  Y ear 1986, t o  in c lu d e  an 
in c re a s e  o f  6,950 p o s i t io n s  and $340 m il l io n  in  supp lem en ta l fund ing , in  te s tim o n y  
b e fo re  a  House A p p ro p ria tio n s  Subcom m ittee in  W ashington, D.C. on 2 /19 /86 . Urging 
" e a r ly  and f a v o r a b le  a c t io n "  on h i s  r e q u e s t ,  C o m m iss io n e r E g g er o u t l i n e d  th e  
purposes to  be serv ed  by th e  supp lem en ta l a p p ro p r ia tio n : r e s to r e  e f fe c t iv e n e s s  t o  
ta x  p ro c e ss in g  -  5,558 p o s i t io n s  and $140 m il l io n ;  im prove ta x p ay e r s e rv ic e  -  670 
p o s i t io n s  and $41 m il l io n ;  $42 m il l io n  fo r  u n a n tic ip a te d  m andatory c o s t  in c re a se s ; 
s t r e n g th e n  t a x  e n fo rc e m e n t -  332 p o s i t i o n s  and  $14.5 m i l l i o n ;  r e d u c t io n  o f  t a x  
s h e l t e r  back log  -  63 p o s i t io n s  and $2.7 m il l io n ;  in c re a se d  volume o f  cu rren cy  and 
cash  t r a n s a c t io n s  -  255 p o s i t io n s  and $6.1 m il l io n .  In  sum m ation, Com m issioner 
E g ger s t a t e d  i n  p a r t :  "We a r e  a l r e a d y  f a c in g  s e v e r e  p ro b le m s  d u e  t o  t h e  l a t e r  
f i l i n g  o f  r e tu rn s  each y e a r  cau sin g  a  m ajor b u lg e  around A p r il  15. As o f  F ebruary  
7, r e c e ip ts  a re  down tw o m il l io n  from  th e  same tim e  l a s t  y ea r, and seven m il l io n  
from  th e  y e a r b e fo re . M eeting p ro c e ss in g  sch ed u les  under th e s e  c o n d itio n s  p la c e s  
a d d i t i o n a l  s t r e s s  on r e s o u r c e s .  T h is  and  o t h e r  p ro b le m s  w i l l  b e  made w o rse  
w ith o u t n ecessa ry  funding."
In  an a fte rn o o n  appearance b e fo re  th e  same Subcom m ittee, Com m issioner Egger 
p r e s e n te d  th e  IRS' F i s c a l  Y ear 1987 B udget R e q u e s t, l i s t i n g  a  n eed  f o r  95 ,084  
p o s i t i o n s  and  $4.1 b i l l i o n .  He p r e d i c t e d  t h a t  i n  FY 1987, t h e  IRS w i l l  c o l l e c t  
$800 b i l l i o n  in  t a x  re v e n u e s  and  t h a t  f o r  e v e ry  d o l l a r  c u t  fro m  th e  IRS b u d g e t, 
" o th e r  G overnm ent p ro g ra m s  w i l l  n eed  t o  b e  c u t  b y  t e n  d o l l a r s  t o  m e e t d e f i c i t  
re d u c tio n  ta rg e ts ."  He concluded h i s  te s tim o n y  by  s ta t in g :  "W ith t h i s  budget, we 
w i l l  b e g in  a  m a jo r  re v e n u e  i n i t i a t i v e  w h ich  w i l l  e x te n d  th ro u g h  FY 1991 and 
r e a l i z e  a  t o t a l  re v e n u e  g a in  o f  $10.3 b i l l i o n ,  ex p an d  docum en t m a tc h in g  w i th  
em phasis on c o r re c t in g  erroneous tax p ay e r i d e n t i f i c a t i o n  numbers and fo llo w in g  up 
on r e tu rn s  w ith  ap p aren t u n d e rrep o rted  income, e x p e d ite  r e s o lu t io n  o f  ta x  s h e l t e r  
c a s e s  b a c k lo g g e d  in  a d m i n i s t r a t i v e  a p p e a l  an d  t a x  l i t i g a t i o n ,  and  c o n t in u e  
im p lem en ta tion  o f  AEP m o d ern iza tion  p r o je c ts  begun in  p r io r  y ears ."
THE WHITE HOUSE
David W. C h ris to p h e r, CPA, h as  been re a p p o in ted  t o  th e  P r e s id e n t 's  Commission on
E x e c u tiv e  E xchange b y  P r e s id e n t  R eagan f o r  a  tw o -y e a r  te rm . The C o m m is s io n  
o v e r s e e s  an  exch an g e  p ro g ram  b e tw e e n  th e  p r i v a t e  and  p u b l i c  s e c t o r s  i n  w h ich  
e x e c u t iv e s  a r e  p la c e d  in  p o s i t i o n s  i n  t h e  o p p o s i te  s e c t o r  f o r  one  y e a r .  The 
p u rp o s e  o f  th e  p ro g ram  i s ,  a c c o rd in g  t o  t h e  W h ite  H ouse, t o  e s t a b l i s h  b e t t e r  
r e la t io n s  betw een th e  governm ent and p r iv a te  s e c to r s  and to  p ro v id e  p a r t i c ip a n ts  
an  o p p o r tu n i ty  t o  l e a r n  a b o u t t h e  o th e r  s e c t o r .  Mr. C h r i s to p h e r  i s  t h e  O hio 
V a lle y  A rea P r a c t i c e  P a r tn e r  f o r  P r i c e  W ate rh o u se . He h a s  b e en  a  member o f  th e  
AICPA s in c e  1956.
SPECIAL: CPA TESTIFIES ABOUT IMPACT OF PROPOSED TAX CHANGES ON SMALL BUSINESS
"J u s t  a s  sm all b u s in e s s  funding  so u rces  a re  becoming sc a rc e , c u r re n t  ta x  p ro p o sa ls
would d ec rea se  even more th e  funds a v a i la b le  t o  sm all b u s in e s s e s ," a c c o rd in g  t o
M ario P. B o rin i, CPA, PhD., in  te s tim o n y  2 /6 /8 6  b e fo re  th e  S enate  Sm all B usiness 
Com m ittee abou t th e  im pact o f  ta x  re fo rm  p ro p o sa ls  on sm a ll b u s in e s s . Dr. B o rin i, 
who i s  th e  N a tio n a l D ire c to r  o f  T ax a tio n  fo r  Seidman & Seidman/BDO, proceeded to  
d i s c u s s  i n  d e t a i l  t a x  p r o p o s a l s  t h a t  h e  s a i d  w ou ld  d e c r e a s e  o p e r a t in g  fu n d s  
a v a i l a b l e  t o  s m a l l  b u s in e s s ,  w ou ld  d im in is h  th e  a b i l i t y  o f  s m a l l  b u s in e s s e s  t o  
a t t r a c t  and  r e t a i n  e x c e p t io n a l  em p lo y ees  and  w ould  com pound re c o rd k e e p in g  
com plex ity . He t e s t i f i e d ,  "The p ro p o se d  I n c e n t iv e  D e p r e c ia t io n  S y stem  re d u c e s  
d e p r e c i a t i o n  b e n e f i t s ,  t h e r e b y  d im in is h in g  th e  c a s h  f lo w  a v a i l a b l e  t o  s m a l l  
b u s in e s s e s "  and  t h a t  r e p e a l in g  th e  e x c lu s io n  from  incom e o f  50 p e r c e n t  o f  th e  
i n t e r e s t  earned  on c e r t a in  s e c u r i t i e s  a c q u is i t io n  loans made in  connec tion  w ith  
ESOPs w ould  " v i r t u a l l y  e l i m i n a t e  th e  a b i l i t y  o f  s m a l l  b u s in e s s e s  t o  f in a n c e  
e x p a n s io n  th ro u g h  th e  u se  o f  ESOPs. Dr. B o r in i  a l s o  s a id  t h a t  " R e s t r i c t i o n s  on 
th e  a b i l i t y  t o  t r a n s f e r  n e t  o p e r a t in g  lo s s e s  th ro u g h  th e  s a l e  o f  a  b u s in e s s  may 
d isco u rag e  th e  e n tre p re n e u r  from  making a m ajor f in a n c ia l  in v estm en t in  th e  sm a ll 
b u s in ess ."  In  a d d itio n , he  s a id  t h a t  e l im in a tio n  o f  th e  in v estm en t c r e d i t  would 
" s u b s ta n t ia l ly  im p a ir  th e  a b i l i t y  o f  sm a ll b u s in e s se s  to  in v e s t  in  new p ro p e rty , 
p l a n t  and  e q u ip m e n t."  Among th e  p r o p o s a l s  t h a t  h e  t e s t i f i e d  w ould  re d u c e  th e  
a b i l i t y  o f  sm a ll b u s in e s s  to  h i r e  and r e t a in  o u ts ta n d in g  em ployees w ere proposed 
changes w ith  re s p e c t  to  th e  ta x - f r e e  l iq u id a t io n  ru le s  o f  I n te r n a l  Revenue Code 
S ec tio n  337, p ro v is io n s  w hich would d ec rea se  th e  a t t r a c t iv e n e s s  o f  ESOPs " to  th e  
p o in t  w here th e se  p la n s  would no lo n g er be v ia b le  as  a  to o l  to  encourage employee 
o w n e rsh ip ,"  and p r o v i s io n s  t o  cap  c o n t r i b u t i o n s  t o  S e c t io n  4 0 1 (k) p la n s .  
R e c o rd k e e p in g  w ould  b e  e a s i e r  f o r  s m a l l  b u s in e s s e s ,  Dr. B o r in i  s a id ,  i f  th e  
c u r re n t  A c ce le ra ted  C ost Recovery System w ere re ta in e d , i f  th e  req u irem en t t h a t  
i n v e n t o r i e s  b e  k e p t  w ere  e l im in a te d ,  and  i f  t h e  c a sh  m ethod o f  a c c o u n tin g  w ere  
expanded to  more tax p ay e rs . Dr. B o rin i h as been a  member o f  th e  AICPA s in c e  1953.
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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